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Mr. John F. Carter
Regional Director
Federal Deposit Insurance Corporation
25 Jessie Street at Ecker Square, Suite 2300
San Francisco, California 94105

RE: Comments Regarding FDIC Application #20051977; Wal-Mart
Application for Insurance and Industrial Bank Charter

Dear Mr. Carter,

The linchpin of the financial and economic system of the United States is the principle of
the separation of banking and commerce. This tradition has resulted in the most vibrant,
successful and diversified economic and financial system in the world. The walls
separating banking and commerce prevent conflicts of interest and undue concentration
of resources, and ensure the impartial allocation of credit so vital to economic growth and
development and to a safe and sound financial system.

The W~I-Mart application presents a prime example of the dangers of concentration of
resources and impaired credit availability that flow from allowing a commercial company
such as Wal-Mart to own a bank oflLC. And in Wal-Mart's particular case, these
dangers are amplified because of the company's enormous size, market clout and role in
destroying the vitality of many small town centers.

Numerous small towns and communities have experienced the devastating loss of
locally-owned and operated retailers, and disinvestment after Wal-Mart establishes a
store on the outskirts of town. The Wal-Mart store in essence becomes the new
"downtown" once the town center has been depleted of viable competitors. Indeed Wal-
Mart Supercenters house under one roof full-line grocery stores along with the 36 general
merchandise departments ofWal-Mart (including clothing, health and beauty aids,
household, electronics, toys, lawn and garden, jewelry, pharmacy, snack bar or restaurant
and shoes), plus specialty shops such as vision center, tire and lube services, photo
processing, dry cleaner, beauty parlor, video rental, etc. Various retail outlets competing
with Wal-Mart have charged it engages in predatory pricing practices to capture market
share, 'then raises prices once competitors have been eliminated. See, e.g., "Is Wal-Mart
Too Powerful?" Business Week, October 6,2003; "When Wal-Mart Pulls Out, What's
Left?" N'eW Yark Times, March 5, 1995; "Store Shuts Doors on Texan Town; Economic,
Blow fotCommunity ," USA Today, October 11, 1990; "Arrival of Discounter Tears
civic: Fabric ofSmall~Town Life," Wall Street Journal, April 14, 1987.-.
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Because of this common history and experience of many communities, when evaluating
the application I would urge the FDIC to consider what will happen to credit availability
and customer and community service when the Wal-Mart bank siphons deposits from
locally-owned and operated community banks, impairing their ability to continue to
support economic growth and development in their communities through lending, and
driving them out of business.

Will a competing local hardware or clothing store, a local pharmacy, or someone wishing
to establish anew store, be able to obtain credit from the Wal-Mart bank, or want to share
its confidential business plans with the Wal-Mart bank? The Wal-Mart bank would have
no incentive -in fact it would have a disincentive -to lend to businesses that compete
with its parent company. hIstead of making impartial credit decisions based on the credit
worthiness of the borrower, the Wal-Mart bank would have incentive to deny credit, not
on the merits, but because ofa conflict of interest and its relationship with Wal-Mart.

Ownership by Wal-Mart would have a similar effect on the bank's decision-making with
regard to credit applications by Wal-Mart suppliers. Again, instead of making credit
decisions on the merits of a borrower's creditworthiness, the Wal-Mart bank would have
an incentive to favor Wal-Mart's suppliers and disfavor their competitors. hI fact, Wal-
Mart could require its suppliers to obtain their banking and credit services from the Wal-
Mart bank if they want 0 do business with Wal-Mart.

I would urge the FDIC to reject Wal-Mart's application for federal deposit insurance for a
Wal-Mart ILC. The application presents serious public policy issues inherent in the
mixing of banking and commerce and in the ILC loophole and warrants a public hearing
to allow adequate public comment. The threat of community disinvestment is very real
because ofWal-Mart's track record and destructive impact in hundreds of communities
across the United States. Our nation's longstanding principle of separation of banking
and commerce, reaffirmed in the Gramm-Leach-Bliley Act, is the underpinning for our
stable and highly successful economic and financial system, and should not be allowed to
be skirted by the world's largest commercial company.
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Scott Blumhoefer
President
First Security Bank
100 Main E.
P.O. Box 469
Sleepy Eye, MN 56085
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